A Summary of the Proposed Changes

Proposed amendments from 6 April 2006

Remarks

Employees will be able to join and remain in the Scheme up until their 75th birthday.

Currently the age limit is 65 for most members.

Employees would be able to contribute up to 100% of earnings.

Currently the limit is currently 15%

Members who go on strike wishing the strike days to count as membership would have to pay the
total of the standard employees contribution rate (5% or 6%) plus the common employers'
contribution rate from the Fund's last valuation report.

Currently there is a set rate of 16%

Members must draw their pension benefits by age 75.

Currently benefits must be drawn by age 65.

Members who defer drawing benefits beyond age 65 would have them actuarially increased to
reflect the fact that they will be paid for a lesser period of time

Currently benefits must be drawn by age 65.

The ability for a member to surrender a part of their pension in favour of a spouse, civil partner or
dependant (payable should they survive the member) should be removed.

The justification for this change is on grounds of simplification in
view of the small incidence of such requests.

Members from age 60 will be permitted to draw their pension benefits whilst remaining in
employment, provided they either reduce their hours or grade and have their employer's agreement.

Employers will be able to waive all or some of any actuarial reduction that would have been applied
to the early payment of those benefits.

Currently members must ‘retire’ to be able to draw their benefits

Children's pensions coming into payment after 5 April 2006 will, for those who carry on in full time
education or training for a trade, profession or calling beyond age 17, have to cease by age 23

Currently there is no specific upper age limit for children’s pensions
paid whilst in full time education.

The ability for a member to convert some or all of their lump sum into additional pension should be removed

The justification for this change is to avoid increasing long term
pension liabilities

There will be no limit to the amount of membership that may be built up in the scheme

Currently the limit is 40 years at age 60 (45 years at age 65 for pre
1 June 1989 cases)

The Earnings Cap of £105,600 p.a. which applies to members who joined after 31 May 1989 is likely to be removed in April.

Anyone currently subject to the cap may suffer an adjustment to their membership,
as their benefits will be calculated using actual pay not the capped amount

From April 2006 new tax regulations will impose a tax penalty on those members with a capital value
of benefits in excess of £1.5m.

This will only affect members with expected total pensions in excess of
£65,217 p.a.

There would be a limit to the number of additional years of membership which may be purchased by
a member of 62/3 years

Currently members are limited by the amount of contributions they may
pay in one year (15% total) and a maximum of 40 years membership in total

Converting your pension into tax-free cash

Currently only members with continuous membership in the Scheme since 17 March 1987 may elect to give up part
of their pension for additional tax-free cash at retirement. The proposal is that all Scheme members will be able to
apply, however there will be limits.

Please Note:

In cases where benefits are subject to an actuarial reduction for early payment, a different calculation must

be used and we recommend you contact your Pension Liaison Officer [/ The Fund for more details, when you

The amount of cash will be restricted to 25% of the Capital Value of your total retirement benefits. The capital value
is calculated by multiplying your pension at retirement by 300 and dividing by 14. The maximum capital value that
members of the Scheme may build up is £1.5million. The maximum lump sum is arrived at by dividing the capital value
by 4.

Obviously the Fund will perform these calculations on your behalf at the time of your retirement. For information,
here's an example for a member with 20 years membership who retires at age 65 with a final pensionable pay of
£20,000:

If you intend retiring at the end of March/beginning of April, you could, with your employer's permission, bring
_,.-’. forward or put back your date of leaving by a few days to improve your options.

Initial Pension would be: 20 + 80 x £20,000 = £5,000 p.a.
= £15,000
= £107,142.86

= £26,785y

3 x pension

£5,000 x 300 - 14

Initial Lump Sum would be:
Capital Value of Benefits:

Maximum Lump Sum would be: £107,142.86 + 4

This gives an additional lump sum of £11,785.71 over and above the £15,000 Initial Lu ) um. The amount of pension
required to achieve this additional lump sum is calculated as £1 pension for every £12 of lump sum.
i.e. £11875.71 + £12 = £982.14 pension

So, at retirement the revised benefit amounts payable would be:

Currently, leavers up to 5 April can:

® Give up part of their pension to provide for a dependant

know your date and reason for retirement.

Important

For people retiring at the end of March [ beginning of April

Leavers from 6 April will be able to:

® Count more than 40 years at age 60 at no
extra cost

e Give up part of their pension to increase tax free lump
sum at a more favourable rate than 12:1 (provided
they have continuous membership since 17 March 1987)

® Give up part of their pension to increase tax-
free lump sum at rate of £12 lump sum per £1
pension, regardless of when they joined the

® Give up some or all of their tax-free lump sum to Scheme

Pension £ 4,017.86
Lump Sum £ 26,785.71

increase their pension

Phasing out the 85 Year Rule

The Government says the 85 year rule discriminates against people on age grounds. For instance, where people join
the Scheme later in life, or choose to have career breaks in order to bring up children or look after an infirm relative,
they have no possibility of being able to satisfy the rule as there simply isn't enough time.

With this in mind the proposal is to remove the rule from 1 October 2006 with the following effects:

® New members who join the Scheme after 1 October 2006, or existing members who could not accrue at least
21 years membership by age 65, will have their benefits reduced if they voluntarily retire before age 65

e Existing members, born after 31 March 1953, who voluntarily retire before age 65 with a combination of age
plus membership totalling 85 years, in whole years, will receive unreduced benefits based on their
membership up to 30 September 2006, however benefits from membership accrued from 1 October 2006
would suffer a reduction

® Existing members, born before 1 April 1953, who could accrue at least 21 years membership by age 65, who
voluntarily retire before 1 April 2013 age 60 or over with a combination of age plus membership totalling 85
years, in whole years, may receive unreduced benefits. However, if their voluntary retirement occurs after
March 2013, the benefits based on membership since March 2013 would suffer a reduction

A particular outstanding concern highlighted by the ODPM and the local authority trade unions, in light of this
proposal, is the issue of what 'transitional protection’ should be made available for existing members of the Scheme.
The trade unions are seeking protection, for all existing Scheme members on a similar basis to that agreed by the
Government for the other public sector pension schemes.

To establish whether you ARE affected by these proposals please see the flowchart below.

How will these
proposals affect you?
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